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ECONOMICS OF INNOVATION IN CONDITIONS   
OF GLOBALIZATION 
 
Globalisation is an abstract concept. It does not refer to a concrete object, but to 
a social process. Globalisation is a complex process that involves political, eco-
nomic and socio-cultural changes. Many see it as a primarily economic phenome-
non, involving the increasing interaction, or integration, of national economic sys-
tems through the growth in international trade, investment and capital flows. One 
can also point to a rapid increase in cross-border social, cultural and technological 
exchange as a part of the phenomenon of globalisation. A German academic Ruud 
Lubbers defines globalization as a process in which geographic distance becomes a 
factor of diminishing importance in the establishment and maintenance of cross-
border economic, political and socio-cultural relations. 
Economic globalization is a historical process, the result of human innovation 
and technological progress.  It refers to the increasing integration of economies 
around the world, particularly through the movement of goods, services, and capi-
tal across borders.  The term sometimes also refers to the movement of people (la-
bour) and knowledge (technology) across international borders. There are also 
broader cultural, political, and environmental dimensions of globalization. 
The term «globalization» began to be used more commonly in the 1980s, re-
flecting technological advances that made it easier and quicker to complete interna-
tional transactions – both trade and financial flows. It refers to an extension beyond 
national borders of the same market forces that have operated for centuries at all 
levels of human economic activity – village markets, urban industries, or financial 
centres .  
There are countless indicators that illustrate how goods, capital, and people have 
become more globalized. The growth in global markets has helped to promote effi-
ciency through competition and the division of labour. Global markets also offer 
greater opportunity for people to tap into more diversified and larger markets 
around the world. It means that they can have access to more capital, technology, 
cheaper imports, and larger export markets.  
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The broad reach of globalization easily extends to daily choices of personal, 
economic, and political life. For example, greater access to modern technologies, 
in the world of health care, could make the difference between life and death. In 
the world of communications it would facilitate commerce and education, and al-
low access to independent media. Globalization can also create a framework for 
cooperation among nations on a range of noneconomic issues that have cross-
border implications, such as immigration, the environment, and legal issues. At the 
same time, the influx of foreign goods, services, and capital into a country can cre-
ate incentives and demands for strengthening the education system, as a country’s 
citizens recognize the competitive challenge before them. 
Perhaps more importantly, globalization implies that information and knowledge 
get dispersed and shared. Innovators – be they in business or government – can 
draw on ideas that have been successfully implemented in one jurisdiction and tai-
lor them to suit their own jurisdiction.  
Interest in technology, technological change and innovation as a strategy of 
firms is probably as old as firms themselves. But an intensification of interest in 
this issue in Europe in recent times stems from concern that a technology gap may 
be opening up between EU firms on the one hand, and Japanese and US firms on 
the other. What is meant by technology gap is a disparity in the levels and rates of 
change of technology. 
Technology has been defined in a number of different ways. Some economists 
define it in terms of information about input combinations. In Germany it is gener-
ally regarded as a body of knowledge and skill applicable in the production of 
goods. Others consider it as the systematic organization of the production process. 
We accept a wide definition, including all the above, that is one that incorporates 
both the technical, production engineering information and the organizational as-
pects.  
Another concept that has different definitions is high technology. While it would 
be preferable to define this in terms of new and innovative products and processes, 
this is, in practice, very difficult to measure. No data are kept on new and innova-
tive products or processes; it is not clear whether such data could be kept in any 
comprehensive way. As a result, it is more usual to define a high technology indus-
try as one with a high level of research and development (R&D). 
Industries that correspond to these characteristics are: aerospace, office machin-
ery and computers, electronics, pharmaceuticals, precision and measuring instru-
ments, and electrical machinery.  
A key technology is the specific knowledge that enables a firm to keep up with 
or ahead of its competitors. A core technology is a technology the mastery of 
which is essential to the development of an industrial sector. The idea of a wide-
spread application across many sectors leads to the notion of a generic technology 
or a pervasive technology. Generic technologies are most evident in the mechani-
cal engineering, chemicals, and office equipment sectors. A strategic technology is 
one that enables a nation to keep its economic independence.  
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The procedure of developing new processes and products has traditionally been 
divided into three stages: invention, innovation, diffusion.  
Invention is understood as the creation of a new idea, or of a new way of com-
bining technical operations.  
Innovation is seen as the transformation of the idea into practical use; it is the 
application in new, improved or just different products or processes. Innovation is 
an often-used method of gaining competitive advance. Having the product for sale 
and having a very effective method of providing it are some of the greatest strate-
gic advantages a company can have. New products or processes do not remain 
unique to a company for long. Many companies introduce innovative products or 
new processes to provide their goods or services. If they bring these to market 
quickly, they may gain competitive advantage and market share. 
Diffusion is the process by which the use of an innovation spreads and grows. 
The diffusion of an innovation can be inter-industry or spatial. The diffusion of in-
novations across economies can be rapid or slow [1]. The time required for the 
adoption of an innovation by imitators can vary from one year (packaging beer in 
tin cans), to twenty years (continuous annealing of tin-plated steel). The lag de-
pends on the height of entry barriers and on the nature of the innovation. Other fac-
tors in the diffusions of innovations include the nature of the innovation, the inter-
nal structures of firms, relations between firms, and legal protection for the innova-
tor. 
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